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Executive Summary Report
Appraisal Date 1/1/03 - 2004 Assessment Roll

Specialty Name: Fast Food and Institutional Restaurants

Previous Physical Inspection: Last year, 130 parcels were inspected in neighborhoods
10 and 30.

Current Physical Inspection: Thisyear 77 parcels were inspected in neighborhoods 40
and 50.

Incometables were used as an aid for revaluation. Neighborhood 10 is North Seattle,
20 is South Seattle, 30 isthe Eastside, 40 isrural King County and 50 is institutional
restaurants countywide. Tables are shown in a section of thisreport.

Sales - Improved Summary:
Number of Sales: 6
Range of Sale Dates:  5/00 — 10/02

Sales — Ratio Study Summary

See attached ratio summary for 2003 values compared to current sales. The COV is 8.00%,
the COD is 5.53%, the median ratio is 1.01% and the weighted mean ratio is 94.2%. These are
acceptable indicators of uniformity and value level. Please note sales information in the 2003
report as well as the more current data.

Sdesused in Anadysis. All improved sales, which were verified as good, were included in the
anayss.

Population - Improved Parcel Summary Data

2002 vaues: Land $195,270,200 Imps $97,639,600 Tota $292,909,800
2002 vaues: Land $202,412,700 Imps $98,066,200 Tota $300,501,600
Total changein value of land and improvements: +1.026%.

Number of improved Parcels in the Population: 344.

Conclusion and Recommendation:
Since the values recommended in this report achieve assessment level and equity in compliance
with IAAO standards, we recommend posting them for the 2003 Assessment Rall.







Analysis Process

The Area
The area includes the subject specidty in the entirety of King County.

Highest and Best Use Analysis

In most cases, the fast food restaurant sites were improved to their highest and most profitable
use. In cases where the subjects were located in high-density urban settings, market rent tended
to obsolesce the improvements to the land.

Special Assumptions, Departures and Limiting Conditions

The income and market approaches were considered to be most appropriate for this speciaty.
The market sales, although few, were considered. Most of the available sales were either
alocations of portfolios, sale leasebacks or sales of corporate stores to tenants already in place.
Very few sales were absolutely clean of business considerations and therefore did not meet the
standard of fair market transactions of real property.

Due to the highly competitive nature of this specidty, information of a confidentia natureis very
difficult to obtain. The appraiser gathered as many market rents as possible of the rea estate
solely and extrapolated those rents into package values. By using market rents of anywhere from
$18/square foot to $40/square foot (net), the appraiser is confident that he has equalized the entire
speciaty on abasis of location, quaity, economy of scae and improvement condition. Equalization
was based on economic packages.

The cost approach was considered for this revaluation to be the least reliable indicator of value
and was cal culated, but not used.

The appraiser relied primarily on the income approach in the appraisal of the subject properties.
Capitalization of market rent was used and is considered to be the most appropriate approach to
equalization. In most cases, a 5% vacancy and credit loss and 10% expense ratio was applied.
Most of the population’s net operating income streams were capitalized at 9%. Income tables
were applied to the entire population in amass appraisal. Those tables are found at the end of this
report.

Under no circumstances were business enterprise or persona or persona property values included
in the Assessor’s appraisals. Every effort was made, through the use of market rent, to eliminate
any possibility of value estimates that included anything but the value of the real estate.



The following Departmental guidelines were considered and adhered to:

- Sdesfrom 1/1/00 to 3/1/03 a a minimum were considered in all analyses.
No market trends were applied to sales prices.
This report intends to meet the Appraisal Practice, Standard 6. requirements of the Standards
of Professional Uniformity.



Identification of the Area
Name or Designation: Fast Food and Ingtitutional Restaurants.
Boundaries: King County

M aps:
Assessor’s maps as found on the 7" floor of the King County Administration Building.

Area Description:

King County has atotal population of 1,685,600 (2000 Census). The entire Puget Sound region
(Everett, Bellevue, Tacoma, Segttle and suburbs) accounts for alittle more than haf of the total
population of Washington.

King County has experienced an unparaleled growth, in recent years, of population, building and
economic prosperity. Housing has become scarce and commands premium prices. Aircraft
manufacturing, port traffic, computer software and hardware, service industries and retail
enterprises al contribute to the diversified economic strength of the region. The areais hometo
many corporations with national and international impact. Microsoft, Peterbuilt Kenworth,
Starbuck’ s and Nordstrom, among others, al call the Puget Sound region home. Washington
State' s seafood industry make it number one in the nation’s fishery export, dthough marine life
resources are dwindling. The Sedttle-Tacoma areais aleading player in trade with the Pacific
Rim. Strong tourism is fueled by the region’s natural beauty, cultura sophistication and availability
of professiona and collegiate sports.

At one time, the region relied heavily on blue collar labor and manufacturing. During the early
1970's, recession took its toll on ship and steel manufacturing and, of course, aircraft production at
the Boeing Company. Now, the region has a different and more stalle employment base.

Despite the failures of some of the “Dot-Coms,” technology based industries are important
segments of the economy.

The fast food and ingtitutiona restaurant business is highly competitive. Whilethereis ill a
strong demand for such operations, recent events in the industry indicate that profits have fallen
from past years. McDonald's has posted lower revenues. It isuncertain if that has resulted in
larger revenues for competitors. Burger King recently closed severa operations in the Seattle
area. Itisuncertain if those locations will be remodeled or permanently closed. That company
has not been forthcoming with meaningful information. At thistime, thereis no indication that the
fast food and ingtitutiond restaurant business is generally in mgjor trouble. Thismay just be a
temporary plateau. Overal, Burger King, Jack in the Box, Wendy’s and McDonald's seem to
have stable market shares. As noted last year, some sales involved 20 year guaranteed income
streams. At $500 to $650 per square foot of net rentable area, these sales are viewed as
financing tools that contain elements of business value and dismissed as being non-arm'’ s length
transactions. These sales cannot be even remotely reconciled with any reasonable cost approach.
Over-dl, there has been evidence of little change in value since last year. Any changesin value
would be due to change in land value and adjustments in equaization.



Preliminary Ratio Analysis
A Preliminary Ratio Study was done in May, 2003.

The study included sales of improved parcels and showed a COV of 11.64 %.
Preliminary ratio study shows a weighted mean of 92.8%.

Scope of Data

Improved Parcel Total Value Data:

Sdesinformation is obtained from excise tax affidavits and reviewed initially by the Accounting
Division, Sales Identification Section. Information is analyzed and investigated by the appraiser in
the process of revaluation. All sales were verified if possible by calling either the purchaser or
sler, inquiring in the field or caling the real estate agent. Characteristic datais verified for all
salesif possible. Due to time congtraints, interior inspections were limited. Sales are listed in the
“Sales Used” and “Sales Removed” sections of thisreport. Additiona information resides in the
Assessor’ s procedure manual located in the Public Information area of the King County
Adminigtration Building.

Land Value

Land Sales, Analysis, Conclusions
All land was appraised by the geographic appraisers.

Improved Parcel Total Values:

Sales comparison approach model description

The few sales that were found to be good were used as market indicators of the upper and lower
limits of value in the marketplace.



Cost approach model description

In those areas where a cost approach was performed, the Marshdl & Swift Commercia
Estimator was used. Depreciation was aso based on studies done by Marshall & Swift
Vaduation Service. The cost was adjusted to the western region and the Sesttle area.

Cost calibration

Each gppraiser vauing new congruction can individualy cdibrate Marshdl- Swift vauations to
specific buildings in our area by accessing the computerized vauation modd supplied by
Marshdl & Swift.

Income capitalization approach model description

Income was derived from surveys and indications from sales verification sheets as provided by
COMPS.

I ncome approach calibration

The models were cdlibrated after setting base rents by using adjustments based on Size, effective
age, congtruction class and quality as recorded in the Assessor’ s records.

Reconciliation and or validation study of calibrated value models including
ratio study of hold out samples.

All parcels were individuadly reviewed by the area gppraisers for correctness of the model
goplication before fina vaue selection. Each gppraiser can adjust any or al of the factors used
to establish vaue by the model. The market rents as established by the income modd were
used as aguide in establishing the market rental rates used. The market renta rates applied
varies somewhat but fals within an acceptable range of variation from the established guiddine.
Find vaue selects were reviewed by the Senior Appraisers before posting.

Model Validation

Total Value Conclusions, Recommendations and Validation:

Appraiser judgment prevailsin al decisons regarding individua parcel valuation. Each parcel is
field reviewed and a value selected based on general and specific data pertaining to the parce, the
neighborhood, and the market. The Appraiser determines which available value estimate may be
appropriate and may adjust of particular characteristics and conditions as they occur in the
vauation area.



The standard statistical measures of valuation performance are al within IAAO guiddlines and are
presented both in the Executive Summary and in the 2002 and 2003 Ratio Anaysis charts included
in this report.

The Appraisal Team recommends application of the Appraiser selected values, as indicated
by the appropriate model or method.

Application of these recommended values for the 2003 assessment year (taxes payable in 2004)
results in an average total change from the 2002 assessments of +1.026%. Thisincreaseis dueto
increasing land values, transfer of new parcels from the geographic appraisal areas to this
speciaty and ongoing appreciation and equalization of the subject properties.

2002 Improved Parcel Ratio Analysis
See attachments in the ratio analysis section.

2003 Improved Parcel Ratio Analysis

See attachments in the ratio analysis section.
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USPAP Compliance

Client and Intended Use of the Appraisal:

This summary mass appraisal report is intended for use only by the King County Assessor
and other agencies or departments administering or confirming ad valorem property taxes.
Use of this report by othersis not intended by the appraiser. The use of this appraisal,
analyses and conclusions is limited to the administration of ad valorem property taxesin
accordance with Washington State law. As such it iswritten in concise formto minimize
paperwork. The assessor intends that this report conform to the Uniform Standards of
Professional Appraisal Practice (USPAP) requirements for a summary mass appraisal
report as stated in USPAP SR 6-7. To fully understand this report the reader may need to
refer to the Assessor’s Property Record Cards, Assessors Real Property Data Base,
separate studies, Assessor’s Procedures, Assessor’s field maps, Revalue Plan and the
Statutes.

The purpose of this report is to explain and document the methods, data and analysis used
in revaluation of King County. King County ison a six year physical inspection cycle with
annual statistical updates. The revaluation plan is approved by Washington State
Department of Revenue. The revaluation is subject to their periodic review.

Definition and date of value estimate:

Market Value

The basis of all assessmentsis the true and fair value of property. True and fair value
means market value (Spokane etc. R. Company v. Spokane County, 75 Wash. 72 (1913);
Mason County Overtaxed, Inc. v. Mason County, 62 Wh. 2d (1963); AGO 57-58, No. 2,
1/8/57; AGO 65-66, No. 65, 12/31/65) . . . or amount of money a buyer willing but not
obligated to buy would pay for it to a seller willing but not obligated to sell. Inarriving at
a determination of such value, the assessing officer can consider only those factors which
can within reason be said to affect the price in negotiations between a willing purchaser
and a willing seller, and he must consider all of such factors. (AGO 65,66, No. 65,
12/31/65)

Highest and Best Use
WAC 458-12-330 REAL PROPERTY VALUATION—HIGHEST AND BEST USE.

All property, unless otherwise provided by statute, shall be valued on the basis of its highest
and best use for assessment purposes. Highest and best use is the most profitable, likely
use to which a property can be put. It isthe use which will yield the highest return on the
owner’s investment. Uses which are within the realm of possibility, but not reasonably
probable of occurrence, shall not be considered in estimating the highest and best use.

If a property is particularly adapted to some particular use this fact may be taken into
consideration in estimating the highest and best use. (Sammish Gun Club v. Skagit County,
118 Wash. 578 (1922)) The present use of the property may constitute its highest and best
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use. The appraiser shall, however, consider the uses to which similar property similarly
located is being put. (Finch v. Grays Harbor County, 121 Wash. 486 (1922)) The fact that
the owner of the property chooses to use it for less productive purposes than similar land is
being used shall be ignored in the highest and best use estimate. (Sammish Gun Club v.
Skagit County, 118 Wash. 578 (1922))

Where land has been classified or zoned as to its use, the county assessor may consider this
fact, but he shall not be bound to such zoning in exercising his judgment as to the highest
and best use of the property. (AGO 63-64, No. 107, 6/6/64)

Date of Value Estimate

All property now existing, or that is hereafter created or brought into this state, shall be
subject to assessment and taxation for state, county, and other taxing district purposes,
upon equalized valuations thereof, fixed with reference thereto on the first day of January
at twelve o'clock meridian in each year, excepting such as is exempted from taxation by
law. [1961 c 15 §84.36.005]

The county assessor is authorized to place any property that is increased in value due to
construction or alteration for which a building permit was issued, or should have been
issued, under chapter 19.27, 19.27A, or 19.28 RCW or other laws providing for building
permits on the assessment rolls for the purposes of tax levy up to August 31st of each year.
The assessed valuation of the property shall be considered as of July 31st of that year.
[1989 c 246 § 4]

Reference should be made to the property card or computer file as to when each property
was valued. Sales consummating before and after the appraisal date may be used and are
analyzed as to their indication of value at the date a valuation. |f market conditions have
changed then the appraisal will state a logical cutoff date after which no market dateis
used as an indicator of value.

Property rights appraised:

Fee Smple

The definition of fee simple estate as taken from The Third Edition of The Dictionary of
Real Estate Appraisal, published by the Appraisal Institute. *“ Absolute ownership
unencumbered by any other interest or estate, subject only to the limitations imposed by the
governmental powers of taxation, eminent domain, police power, and escheat.”

Special assumptions and limiting conditions:

That no opinion asto title isrendered. Data on ownership and the legal description were
obtained from public records. Title is assumed to be marketable and free and clear of all
liens and encumbrances, easements, and restrictions unless shown on the maps or property
record cards. The property is appraised assuming it to be under responsible ownership
and competent management and available for its highest and best use.



That no engineering survey has been made by the appraiser. Except as specifically stated,
data relative to size and area were taken from sources considered reliable, and no
encroachment of real property improvements is assumed to exist.

That rental areas herein discussed have been calculated in accord with standards
developed by the American Standards Association as included in Real Estate Appraisal
Terminology.

That the projections included in this report are utilized to assist in the valuation process
and are based on current market conditions, anticipated short term supply and demand
factors, and a continued stable economy. Therefore, the projections are subject to changes
in future conditions that cannot be accurately predicted by the appraiser and could affect
the future income or value projections.

That no responsibility for hidden defects or conformity to specific governmental
requirements, such asfire, building and safety, earthquake, or occupancy codes, can be
assumed without provision of specific professional or governmental inspections.

That the appraiser is not qualified to detect the existence of potentially hazardous material
which may or may not be present on or near the property. The existence of such substances
may have an effect on the value of the property. No consideration has been given in our
analysis to any potential diminution in value should such hazardous materials be found.

We urge the taxpayer to retain an expert in the field and submit data affecting value to the
assessor .

That no opinion isintended to be expressed for legal matters or that would require
specialized investigation or knowledge beyond that ordinarily employed by real estate
appraisers, although such matters may be discussed in the report.

That maps, plats, and exhibits included herein are for illustration only, asan aid in
visualizing matters discussed within the report. They should not be considered as surveys
or relied upon for any other purpose.

Exterior inspections were made of all properties however, due to lack of access few
received interior inspections.

The property is assumed uncontaminated unless the owner comes forward to the Assessor
and provides other information.

We appraise fee simple interest in every property. Unless shown on the Assessor’s parcel
maps, we do not consider easements as adver sely affecting property value.

We have attempted to segregate personal property from the real estate in our appraisals.

We have not appraised movable equipment or fixtures as part of the real estate. We have
appraised identifiable permanently fixed equipment with the real estate in accordance with
RCW 84.04.090 and WAC 458-12-010.

We have considered the effect of value of those anticipated public and private
improvements of which we have common knowledge. We can make no special effort to
contact the various jurisdictions to determine the extent of their public improvements.

The appraisers have no personal interest or bias toward any properties that they appraise.
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Departure Provisions:

Which if any USPAP Standards Rules were departed from or exempted by the
Jurisdictional Exception

SR6-2(g)

The assessor has no access to title reports and other documents. Because of budget
limitations we did not research such items as easements, restrictions , encumbrances, leases,
reservations, covenants, contracts, declarations and special assessments. The mass
appraisal must be completed in the time limits as indicated in the Revaluation Plan and as
budgeted.
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